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SUMMARY AND OVERVIEW 


Premier Sun characterized 1981 as a tough year for Taiwan's economy. With 
real GNP growing by 5.5 percent, the characterization is accurate when 
compared with Taiwan's average growth of 9 percent per year in the last 30 
years. Given the worldwide recession, however, Taiwan's economic growth was 
still respectable. In the first half of 1982, real GNP growth is estimated at 
3.5 percent. We expect a modest improvement during the second half of 1982 
and forecast real GNP to increase between 4 and 5 percent for the year as a 
whole. Inflation is down, primarily because of slack demand and stable 
commodity prices; for 1982 we expect inflation to be between 5 and 6 percent. 
Unemployment remains very low but underemployment has increased, especially in 
the agricultural sector; for 1982, we expect the unemployment rate to average 
1.4 percent. 


Reflecting the slowdown in economic growth in 1981 industrial production 
increased by only 4.2 percent because of a 3.8 percent rise in manufacturing 
and despite a 16.3 percent jump in mining output; agricultural production, 
because of floods and droughts, was down by 0.6 percent. Investment growth 
was still positive at 2.8 percent, but much lower than 1980's growth of 15.5 
percent. Two-way trade increased by 10.8 percent with exports at $22.6 
billion (plus 14.1 percent) and imports at $21.2 billion (plus 7.4 percent), 
leaving Taiwan with a trade surplus of $1.4 billion. 


For 1982, we expect two-way trade to total $44.9 billion (Plus 2.6 percent), 


with exports at $23.7 billion and imports at $21.2 billion. 


To s,ur on the economy, policymakers have instituted a number of programs 
aimed at stimulating private investment and exports via monetary policy and 
lower interest rates. However, given the almost 25-percent excess capacity, 
the virtual absence of consumer financing and the worldwide recession, we 
doubt that merely lowering interest rates will be very effective in 
Stimulating the economy. Because of the significant budget deficit in FY 81, 
there are no current plans to boost the domestic economy with expansionary 
fiscal actions. 


In trade with the United States, Taiwan is our 8th largest trading partner, 
and we dominate as its largest trading partner--buying more than one-third of 
Taiwan's exports and supplying more than one-fourth of Taiwan's imports. In 
1981, two-way U.S.-Taiwan trade was $12.9 billion, with Taiwan having a record 
surplus of $3.4 billion. In the first 5 months of 1982, despite the recession 
in the United States, exports to the United States still increased by over 17 
percent. For all of 1982, we expect two-way U.S.-Taiwan trade to be $14.5 
billion (plus 12.4 percent), with Taiwan having a trade surplus of $3.5 
billion. 


NOTE: The information in this report was gathered in June 1982. 





wea 


Implications for U.S. Business: Because of the economic slowdown and because 
of stagnant fiscal policy, Taiwan's private and public enterprises wil] 
continue to postpone purchases of major equipment. However, U.S. vendors 
should maintain contact in order to increase chances for closing deals on 
capital equipment in early 1983. Immediate sales can be made in equipment 
used in the production of electronic goods and energy conservation equipment. 
Another area with strong potential, both in the short run and in the long run, 
is computers, which are crucial to Taiwan's drive to build up its technology 
base. One area which has had a sharp drop in demand is coal. With energy use 
down and with storage facilities overflowing, Taiwan Power Company, the 
largest purchaser of U.S. coal, is now trying to sell its excess supply. 


CURRENT ECONOMIC SITUATION AND TRENDS 


ECONOMIC GROWTH: In 1981, Taiwan's real GNP rose by 5.5 percent, about the 
Same aS most of its Asian neighbors with the exception of the economies of 
Singapore and Hong Kong, which had growth rates of 9.9 percent (GDP) and 10.4 
percent (GDP), respectively. Compared with the more industralized economies 
in the world, Taiwan is still doing quite well--in 1981, the real GNP in the 
United States increased by 2 percent, in the Federal Republic of Germany by 
-0.3 percent and in the United Kingdom by -2.7 percent (GDP). While Taiwan's 
growth in 1981 was respectable, it is much less that its average economic 
growth rate of 9 percent per year in the last 30 years. At the annual dinner 
of the American Chamber of Commerce, Premier Y. S. Sun said candidly that 198] 
was a tough year for Taiwan, and many analysts in Taiwan describe Taiwan's 
performance in 1981 and thus far in 1982 as a "recession." Although Taiwan is 
definitely not in a recession by the American definition of the term, the 
economy in 198] was indeed sluggish by Taiwan's standards and continues to be 
soft in the first part of 1982; in the first quarter in 1982, Taiwan's real 
GNP grew by 3.5 percent, the lowest quarterly growth since the second quarter 
of 1974. 


The official targets for 1982 are 7.5 percent growth in real GNP and 5.5 
percent inflation in terms of the WPI. Given the current softness in the 
economy, few policymakers expect to reach the real GNP target. We expect real 
GNP to increase between 4 and 5 percent in 1982, with a recovery starting 
sometime in the fourth quarter of 1982. WPI will probably increase by less 
than the 5.5 percent target, partially because of weak demand and partially 
because of stable commodity and oil prices. 


Reflecting the slowdown in the first quarter of 1982, every industry had lower 
profits than they had in the first quarter of 1981. The average return on 
sales for 62 companies listed on the Taiwan Stock Exchange was only 2.2 
percent for January-March 1982, about half of the 4 percent in the same period 
of 1981. In order to stimulate economic growth, the authorities have taken a 
number of steps, including a 5 percent depreciation of the NT dollar in 
August, four-point stimulus program in October of 1981, and nine-point 
economic recovery package in April 1982. Customs duties on selected machinery 
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were lowered; interest rates were reduced; loans were made easier for 
borrowers; and tax incentives were given to more industries. However, because 
of weak demand and because of the existence of about 25-percent excess 
capacity, these policy stimuli have not had the desired effect. It appears 
that Taiwan's economic recovery must wait until its export sector begins to 
pick up steam, and while there were signs of recovery in several of Taiwan's 
major export markets in the second quarter of 1982, Taiwan's exports will 
probably not be affected until the last quarter of the year. 


AGRICULTURE: In 1981, agricultural yield was down by 0.56 percent, mainly due 
to a drought and several typhoon related floods. Crop production dropped by 
1.83 percent; forestry output decreased by 6.48 percent because of the 
depletion of resources; and livestock production increased by 3.6 percent. A 
Sharp drop in crop production caused by the typhoon related floods increased 
the consumer price index by 19.64 percent (annual rate) in summer 
(June-September) of 1981. In 1982, the agricultural production is expected to 
grow 2.5 percent if there is no adverse weather. 


INDUSTRY: In 1981, industrial production increased 4.2 percent, down from 
1980's 7.6 percent. In the first quarter of 1982, industrial production 
dropped by 0.1 percent. With continued softness expected in the economy, we 


expect industrial production to increase by 3 percent in 1982. 


MANUFACTURING: Weak demand, both at home and overseas, continued to slow 


growth in the manufacturing sector. In 1981, manufacturing production grew by 
3.8 percent, down from 1980's increase of 6.7 percent. This pattern of slower 
growth was wide-spread with 13 of the 20 largest industries having slower 
growth in 1981 than in 1980--typical examples are textiles, 2 percent (12.4 
percent in 1980); transportation equipment, 5.8 percent (9.2. percent in 
1980); and electrical and electronic machinery, 6.4 percent (12.6 percent in 
1980). 


Hard hit by the construction slowdowns and foreign competition, aluminum 
refining dropped by 35.8 percent, and output of aluminum products dropped 22.2 
percent in 1981. In May 1981, because of excessive inventory of locally 
produced aluminum ingots, the authorities imposed restrictions requiring 
importers to buy one-half of their needs from the state-owned Taiwan Aluminum 
Company. This restriction was lifted in January 1982. Then in the wake of 5 
consecutive years in the red, the decision has been made to shut down the 
aluminum refining plant this year. Taiwan's iron and steel industry, like its 
counterparts worldwide, also had difficulties in 1981 because of stiff 
competition in its export markets and because of the slowdown of its biggest 
customer, housing construction. Iron and steel production dropped by 10.7 
percent in 1981, following a drop of 2.6 percent in 1980. 


Another industry with problems in petrochemicals. When the price of oil 
tripled in 1979-80, materials costs began to account for such a large 
proportion of operational costs that the Taiwan manufacturers could no longer 
use their relatively lower labor costs to remain competitive internationally. 
Furthermore, the introduction of products based on ethylene produced from 
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natural gas began to undercut the competitiveness of Taiwan's ethylene-based 
products which used ethylene made more expensively from petroleum. Also 
because of the economic downturn, petrochemical companies in other countries 
began looking for markets to sell their inventories and to utilize their 
overcapacity. 


To alleviate the problems of the industry, the Executive Yuan announced a 
olicy in October 1981 to use "international market prices" as the basis for 
supplying petrochemical feedstocks and raw materials to midstream 
petrochemical companies which, in turn, are obligated to sell their products 
to the downstream plastic and fibers manufacturers at "international market 
prices." In response to this policy = eee 1981, Chinese Petroleum 
Corporation 1g structure mostly based on 
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MINING: In 1981, with the beginning of full production 
copper plant, mining output rose 16.3 percent, 
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PUBLIC UTILITIES: In 1981, output of public utilities (largely electric 
power) slipped 1 percent, the first yearly decrease in this sector since the 
early 1970's. This decrease was due to a number of factors, including slow 
growth in industrial production, energy conservation, and cooler weather. 
These factors are continuing to be felt in 1982. In the first quarter of 
1982, public utilities output dipped by 1.4 percent. 


This unexpected change from the trend of ever-increasing energy consumption 
has caused energy planners in Taiwan to reconsider seriously projects which 
were designed to increase the energy producing capacity of the economy. In 
the original version of the 10-year plan (1979-89), 14 nuclear power plants 
were to be built by the end of 1989. Because the assumed energy growth of 
11.9 percent now seems too high, only six nuclear reactors are planned by 
1985, and another six by the year 2000. 


With record high interest rates, construction rose by only 1.6 
percent in the first 11 months of 1981, down sharply from the 20.9 percent 
growth in 1980. In December 1981, the index of construction activity jumped 
138.5 percent, resulting in an overall increase of 11.1 percent for the year. 
However, the December jump probably resulted from over reporting of housing 
completions as developers padded their records to qualify for loans which were 
made available for construction completed but not yet sold. 


INVESTMENT AND PUBLIC FINANCE: In 1981, investment was positive but lower. 
Investment grew by 2.8 percent in 1981, down from the 15.5 percent realized in 
1980 and the 14.1 percent in 1979. The slower growth in investment, 
production, exports, and imports caused authorities to put into effect the 


aforementioned economic stimulus packages in October 1981. 





In FY81, a budget deficit of $333 million was realized, the first such deficit 
in 13 years. As a result, public investment and investment by state-owned 
enterprises are being curtailed. For example, the starting date for the 
construction of an underground rail project in Taipei has been delayed from 
August 1982 to an indefinite date; investment by state-owned enterprises which 
was $4.5 billion in FY 81 and $4.9 billion in FY 82 will only by $4.2 billion 
in FY 83. 


The slowdown in public investment will probably not be balanced by increased 
investments by the private sector, despite the numerous stimulative policy 
actions now being undertaken. The basic reason is that the industrial 
capacity utilization rate is only around 75 percent. With 25 percent excess 
capacity, efforts to stimulate investments by expansionary monetary policy, 
investment incentives, and lower interest rates have not been very effective. 
Investment in the first quarter of 1982 was 9 percent lower than in the first 
quarter of 1981. 


Despite the slowdown in investment growth, the authorities continue their 
efforts to make industry more capital and technology intensive. Capital 
intensive projects include the $200 million joint venture between 
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publicly-owned Taiwan Machinery Manufacturing Company and a U.S. automobile 
intensive joint venture is waning--a plan to manufacture 200,000 compact cars, 
50 percent of which are to be exported. This project has been widely 
criticized since it will double Taiwan's car production capacity at a time 
when Taiwan already has excess car producing capacity. 
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United States buying 38 percent of Taiwan's exports and supplying 26 percent 
of Taiwan's imports in the first 4 months of 1982. For the first time, the 
United States was Taiwan's top supplier of imports as well as Taiwan's largest 
export market. 


Despite the recession and an unemployment rate of over 9 percent in the United 
States, Taiwan exports to the United States increased by a healthy 17.3 
percent in the first 5 months of 1982. One suggested explanation for this 
phenomenon is that when things are tough in the United States, people tend to 
buy lower priced goods, including those from Taiwan. Whatever the 
explanation, the bottom line is that Taiwan exports are showing strong 
resilience to economic changes in the United States. In 1982, we expect 
Taiwan's two-way trade with the United States to grow 12.4 percent to $14.5 
billion and its trade surplus with the United States to be about $3.5 billion. 


Since 1967, Taiwan has had continuous trade surpluses with the United States. 
To bring about more balanced trade with the United States, Taiwan continues to 
pursue its "Buy American" policy. Since early 1978, Taiwan has sent six 
buying missions to the United States, which have signed contracts valued at 
$5.6 billion. The seventh buying mission arrived in the United States in 
September 1982. 


In September 1981, Taiwan signed a new 5-year agreement to purchase a total of 
17.15 million tons of U.S. farm products such as wheat, barley, and soybeans, 


valued at an estimated $5 billion. The new agreement was a 70 percent 
increase over the previous agreement, which expired June 30, 1981. 

One reason for the trade surplus with the United States has been Taiwan's high 
import tariffs, which have an arithmetic average of over 30 percent, are based 
on c.i.f. rather than f.o.b. values and include a 15 percent valuation uplift 
(that is, tariff rates are based on 1.15 times the c.i.f. value). The 


American Institute in Taiwan has urged that these tariff barriers be reduced. 


Taiwan's major ports to the United States are textiles, electronics and 
electrical goods, footwear, machine tools, and plywood. Taiwan's main imports 
from the United States are grains, cotton, machinery, and chemicals. 


TAIWAN-JAPAN TRADE: With Japan, Taiwan's trade problem is one of chronic and 


14 percent from 1980) and imports were $4.766 billion, (up 10.8 percent from 
1980) and increasing Taiwan's trade deficit with Japan to $3.450 billion from 
$3.180 billion in 1980. 


In the first 4 months in 1982, Taiwan's trade deficit with Japan was $814 
million wich exports growing 13.5 percent $844 million, and imports dropping 
by 17.6 percent to $1.658 billion. Just as Taiwan has had chronic trade 
surpluses with the United States since 1967, it has had consistent trade 
deficits with Japan since 1956. These deficits have prompted Taiwan to 
Suggest that Japan initiate a series of "Buy Taiwanese" missions and on 
February 15, 1982, the new Minister of Economic Affairs imposed an import ban 
on over 1,500 consumer goods from Japan. 
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The labor outlook is good for continued economic growth in the short run. 
However, as labor intensive industries lose their competitiveness vis-a-vis 
lower income countries and as industries adopt more capital and technology 
intensive processes, excess unskilled labor is likely to be a problem in the 
future. 


ENERGY: In order to enable the economy better to absorb future shocks from 
changes in oil prices, Taiwan began to pursue an energy diversification policy 
several years ago to reduce its dependence on petroleum. 


Several of Taiwan's oil-fueled power generators have been adapted to use 

coal. Three nuclear power reactors are now in operation th a fourth scheduled 
to come on-stream in October 1982. Thirteen coal-fired power generators will 
be under construction by 1989. Major industry users such as cement and glass 
makers are being encouraged to change from oil to coal as an energy source. 


Because of the energy diversification drive, imports of coal and uranium have 
increased in percent years. In the ten-year plan, coal is targeted to account 
for 28.3 percent and nuclear power for 13.7 percent of total energy 
consumption by 1989. In 1980, coal accounted for 7.9 percent and nuclear 
power accounted for 6.8 percent. In 1981, the percent share of nuclear power 
was already at 8 percent and coal accounted for 15.9 percent. Taiwan has 
Signed long-term coal contracts with Canada, South Africa, Australia, and the 
United States. An agreement has been reached to explore coal in the 
Philippines. Regarding uranium, Taiwan has long-term supply contracts with 
the United States and South Africa. Taiwan also participates in a 
multinational joint venture to explore for uranium in Paraguay. Despite very 
fast conversation from oi] to coal as a source of energy and because of the 
lack of storage and unloading facilities, Taiwan is not presently a good 
market for additional sale of U.S. coal. In fact, Taiwan Power Company 
(Taipower), the major consumer of coal, is now trying to sell some of its 
excess Supply. 


Virtually all Taiwan's petroleum is imported; therefore any fluctuation of oi] 
prices impacts this economy heavily. The more-than-thirteenfold rise in oi] 
prices since the end of 1974 caused Taiwan to have a trade deficit in 1975 and 
more recently reduced the trade surplus in 1980 to only $77 million. In 1981, 
with stable oil and commodity prices, Taiwan realized a trade surplus of over 
$1.4 billion. Rising oil prices also have had detrimental effects on 
inflation and growth. The economic woes of 1980-81, like those of 1974-75, 
were indicated by higher oil prices and resulted in higher inflation and 
slower growth. 


Diversification of energy supplies by geographical areas is also underway. 
Kuwait and Saudi Arabia are Taiwan's major oil suppliers, presently supplying 
250,000 barrels of oil per day or about 80 percent of Taiwan's total oil 
imports. While they will remain Taiwan's main 011] suppliers for the 
foreseeable future, Taiwan is trying to secure oi! supplies from other 
sources. CPC has contacted Mexico about the feasibility of getting oil from 
Mexico in 1982. It began to import crude oil from Nigeria, Oman, Ecuador, and 
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Gabon on a trial basis. Taiwan has entered into a cooperation contract with 
the Philippines, Indonesia, Colombia, and United Arab Emirates to engage in 


oi] exploration; and CPC plans to invest in a petroleum refinery in Hawaii 
with an American firm. 
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Much of Taiwan's external funds comes from the Export-Import Bank of the 
United States and U. eens banks, which provided 45 percent of the 
long-term loans granted iwan in 1980. As a result of the concerted efforts 
to increase trade with bets ope, European banks are playing an increasing role 
in the Financing of Taiwan's long- term capital. Indications of this trend 
include the opening of branches of six European banks in Taiwan since 1980; 
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establishment of two representative offices by Taiwan banks in Europe; 
successful placement of floating rate notes by Taiwan's Bank of Communications 
in London; and agreement between the Bank of Communications and five European 
banks to provide $60 million loans for imports of machinery from Europe. 


IMPLICATIONS FOR THE UNITED STATES 
OVERVIEW 


With The present slowness in export orders, most Taiwan companies will 
continue to postpone decisions on major equipment purchases. Local companies 
are conservative and will wait for a strong resurgence in orders before 
committing themselves to capital expenditures. Therefore, most sellers should 
not look for major purchase commitments before the fourth quarter of this 
year. However, Chinese business practice is such that market development 
should continue through the current recession. Taiwan business people 
frequently fault Americans for making contact only when they are looking for a 
specific sale and do not keep up the relationship in between direct sales 
efforts. Since business may pick up later in the year, American vendors 
should keep up their contacts and correspondence with local agents, 
distributors, and customers during the next few months, figuring to make 
personal visits to close deals on capital equipment purchases for delivery 
late this year or early in 1983. 


Areas where there are good possibilities for immediate sales include 
electronics industry production equipment. The electronics industry has not 
been hit as hard as some others by the slowdown in ordered and some companies 
will continue to order new equipment. Another strong area will be sales of 
energy-conserving products where the payback period is under 2 years. 


Implications of Public Policy for U.S. Business 
The Japanese Connection 


Like the United States, Taiwan has been making strong public statements 
designed to push the Japanese to buy morte imported goods and reduce their 
trade surplus. One concrete action was the aforementioned ban on the 
importation of Japanese consumer goods. While the ban does not create much in 
the way of specific opportunities for American suppliers, the underlying 
attitude it represents could have longer term implications. Public policy in 
Taiwan does influence private business decisions, and subtle pressure to look 
for alternatives to traditional Japanese sources of supply could cause some 
Taiwan companies to look to the United States for some capital items that are 
now being bought in Japan. 


Official Procurement Policies 
While the authorities have broadened their sources of supply on central Trust 


of China tenders, American suppliers will continue to be favored to some 
extent. There is a definite tendency to route some business to Europe, as 
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Taiwan perceives European protectionism as an immediate danger. Many tenders 
come out restricted to North America, Western Europe, South Korea, South 
Africa, and/or Australia, thereby excluding Japan. 


Research and Development 


It is the policy of the authorities to encourage expanded research and 
development (R&D) efforts by Taiwan companies. The stated goal is to increase 
R&D expenditures from the current .6 percent of gross revenues to 2 percent. 
The Ministry of Economic Affairs has talked publicly about imposing a tax on 
companies failing to meet this goal. The tax would be assessed at the 
difference between 2 percent of revenues and the companies' R&D expenditures, 
with the proceeds going to a trust fund for publicly-sponsored R&D. This idea 
had not been submitted to the Legislative Yuan but is still under 
consideration. Increased emphasis on R&D will create sales opportunities 
primarily in the field of laboratory instrumentation, testing equipment, and 
computers. Hardware and software for computer-assisted design will be an 
especially fast-growing area. 


One example of a private firm expanding its R&D plans is the Yue Loong Motor 
Company, which has announced plans to design a new passenger car. Previously, 
Yue Loong has been dependent on Japanese design (Nissan). 


COMPUTERS 


The market for computers in Taiwan is growing rapidly, despite the economic 
Slowdown. American producers continue to dominate the market. However, a 
Strong challenge from Japan is developing. The Japanese are leading their 
market penetration campaign with extremely attractive (some might say 
predatory) pricing. One practice is to offer 6-year, lease-purchase 
arrangements with no payments at all the first year. This offer is very 
attractive to Taiwan purchasers, especially small, undercapitalized companies 
which must be very conscious of cash flow. The Japanese computer companies 
are clearly trying to buy market share in anticipation of future profits; they 
are able to do so because they can borrow on the tightly-controlled Japanese 
domestic capital market at a cost 40 percent or less of what U.S. companies 
must pay. 


U.S. computer companies still have many advantages in the market, chiefly 
longer experience and better software support. The latter point is likely to 
be the key to the long-term computer market in Taiwan. The authorities have 
established tax incentives for the establishment of software houses. The 
availability of software packages tailored to fit the needs of Taiwan 
customers could be the key to competitive success. One U.S. computer firm has 
already announced tentative plans to set up a software design center in 
Taipei, and other makers are likely to follow. Taiwan is attractive as a 
location for software development, as there is a good supply of young 
individuals with the appropriate educational background to become scientific, 
engineering, and business software designers. The only fly in the ointment is 
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the lack of copyright protection for computer programs. The authorities are 
considering legislation which would bring computer software under the 
copyright laws and provide for substantial penalties for violators. For the 
moment, observers are taking a wait-and-see position, but, should adequate 
legislation be passed and enforced, this could be the final step in creating a 
very favorable environment for software development. 


COAL--More Smoke Than Fire 


Last year there was considerable talk about rapid increases in Taiwan's coal 
imports to supplant petroleum imports. However, total energy demand actually 
decreased in 1981, due to conservation measures, cutbacks in energy-consuming 
basic metals production, and the general slowdown in the economy. 
Consequently, earlier projections of a rapid rise in coal imports should be 
scaled down. 


The increase in nuclear capacity, softness in the oil] market, and reduction in 
demand will hold down coal demand in the near to medium term. Another 
negative factor is the current weakness of the cement industry, a major coal 
user, due to the collapse of the construction boom. In short, there is no 
market for immediate or short-term sales of coal in Taiwan, except for 
possible odd lots of special grades. 


In the longer term, Taiwan will continue to be interested in increasing its 
coal imports. Work on improving coal handling facilities will continue. 
Major users such as Taipower will continue to be interested in long-term 
investments in development of coal resources in the United States, provided 
the cost/benefit analysis looks favorable. One important factor sellers 
Should keep in mind is that Taiwan buyers are interested only in long-term 
arrangements with oners or operators of mines. They dislike dealing with 
brokers and do not buy spot coal. 


As we have already mentioned, Taiwan Power Company, normally the largest 
importer of coal, has recently begun to resell coal due to inability to use 
its supply. Storage facilities are overflowing. Even before the current glut 
began, Taipower had indicated to AIT that its current long-term supply 
contracts were adequate until 1990. 


PATENTS AND TRADEMARKS 


Patent and trademark protection remains a serious problem in Taiwan. A steady 
flow of complaints from patent and trademark holders continues. Many 
complaints involve small, local companies whose knowledge of law and business 
practice outside Taiwan is limited. These companies frequently make up orders 
for foreign customers and are not aware that the products enjoy trademark or 
patent protection in their home markets. Many such cases have been settled 
voluntarily. Other complaints involve sizable, deliberate infringements of 
patent and trademark rights. Apple Computer is the latest U.S. company to 
have its complaints voiced in the local and international press; a Taipei 
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entrepreneur is marketing a personal computer identical in appearance, having 
a similar name and identical multicolored apple logo, and more or less 
compatible software. Problems of this nature are sometimes cited by U.S. 
companies as reasons for reluctance to sell or license technology in Taiwan. 


There are strong indications that the authorities are taking this matter much 
more seriously than in the past. The Ministry of Economic Affairs has 
prepared proposals for legislation to bring computer software, graphic 
designs, and other items under legal protection. Other proposed legislation 
would increase the penalty for infringing trademarks and provide an increased 
likelihood that infringers would have to serve jail terms. If such 
legislation is passed and enforced, a major difficulty in Taiwan's relations 
with the foreign business community will be much closer to final resolution. 





